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SUBJECT: Poalicy for Unigque Identification of Tangible Items— UPDATE

Reference Memorandum, Principal Deputy Undersecretary of Defense, December 19,
2002, Subject: Forecast of Policy for Unique Identification of Tangible Items

On February 11-12, 2003, the Integrated Product Team (IPT), established at my direction
and announced in the referenced memorandum, met to further define policy requirements
and develop an implementation strategy to achieve along-term Department of Defense
(DoD) unique identification (UID) item marking vision that improves life-cycle asset
management across the Department. During the two-day offsite, the IPT validated the
UID vision, defined key terms for unique identification of tangible items, and made great
strides in rationalizing requirements of existing item-marking standards to support DoD’s
use of unique identification.

The purpose of this memorandum isto communicate the progress and direction of the
IPT for UID item marking.

The unique identification of tangible assets will rely, to the maximum extent practicable,
on international standards and commercia item markings and not impose unique
government requirements. Implementation of UID will facilitate item tracking in DoD
business systems and facilitate capture of reliable and accurate data for life-cycle asset
management and financial accountability purposes.

The IPT has agreed that the purpose of UID isto identify arobust set of datafor tangible
assets that is globally unique, unambiguous, and robust enough to ensure [data]
information quality throughout life, and support multi-faceted business applications and
users. Further, the IPT has defined several key termsthat will be integral to the
implementation of aUID policy going forward. Included in these terms are the data
content elements of the UID. These key terms can be found in the attachment to this
memorandum.



Additional policy communications will be forthcoming as further definition is achieved.
My plan remains to make UID item marking a mandatory requirement for all new
weapons systems programs, including major modifications, no later than July 2003.

The IPT will continue to work on remaining issues in the following areas:

Policy for the marking of legacy items in the inventory and operational use.
Draft Defense Federa Acquisition Regulation (DFAR) case on item marking.
Draft DFAR case on item valuation.

Support the ISO approval process to increase the interoperability of current item-
marking standards.

Development of a users guide on core UID principles and their application.

The point of contact is Lt Col Gregory Redick. Questions concerning this guidance
should be addressed to him at (703) 614-3883 or by email at Gregory.redick@osd.mil.

Attachment:
As stated



Key Terms Defined for Unique I dentification (UID) of Tangible Items

The UID Integrated Product Team (IPT) Standards Team has defined several key terms
that will be integral to the implementation of a UID policy going forward. Included in
these terms are the data content elements of the UID, which will provide the item mark
that globally, uniquely, and unambiguously identifies tangible assets for traceability. The
data content elements and other key terms are defined as follows:

Enterprise: The entity responsible for assigning unique item identifiers to
tangible assets

Registration (or Controlling) Authority: An organization responsible for
assigning a code to an enterprise that is unique within the registration (or
controlling) authority®

Enterprise ldentifier: A code that is uniquely assigned to an enterprise by a
registration (or controlling) authority?

Unique Item Number: A code assigned by the enterprise to an item that provides
for the differentiation of that item from any other like and unlike item®

Sequence Number: A code assigned by the enterprise to an item that provides for
the differentiation of that item from any other like item®

Part Number: A code assigned by the enterprise to a class of items with the same
form, fit, function, and interface

! Examples of registration (or controlling) authoritiesinclude, but are not limited to Dun & Bradstreet
(D& B), European Article Numbering/Uniform Code Council (EAN/UCC), National Directors on
Codification (AC/135), Defense Logistics Information Service (DLIS)

2 Examples of enterprise identifiers include but are not limited to the DUNS Number (by D& B), Company
Prefix by EAN/UCC, NATO Commercia and Government Entity (NCAGE) by AC135, Commercial
and Government Entity (CAGE) by DLIS

% In the past, this number has commonly been referred to as a serial number; the key term, for purposes of
UID, has not yet been finalized

* In the past, this number has commonly been referred to as a serial number



DRAFT

POLICY CONSIDERATIONSFOR
UNIQUE IDENTIFICATION OF TANGIBLE ITEMS

Data Content Elements

In defining the optimal data content elements, data elements that could change over time
were excluded in order to ensure that the UID would remain constant over the life of the
asset. To track important data elements that are susceptible to change over time, the IPT
Standards Team recommended that those data el ements be linked to the UID viaan
information system (1S) rather than being embedded in the data content. The following
data content elements were identified to fulfill the required purpose of UID:

For itemsthat are assigned aunique item number, the UID is a combination of
the enter prise identifier and the unique item number

For items that are assigned a sequence number (unique number among like items
but not necessarily unique within the enterprise), the UID is based on the
following conditions:

0 For part numbers that may change over time due to redesign or
improvement, the UID is acombination of the enter prise identifier and a
unique item number®

o For part numbers that are not expected to change over time, the UID may
be a combination of the enter prise identifier, the part number, and the
sequence number

To display data elements for human readability that are not part of the UID data
content, a marking separate from the UID should be used

Proposed Data Standard (Collabor ative Solution)

After defining the necessary data content elements, current industry standards were
compared to identify a data standard to support the global UID. Differencesin data
syntax were found to exist between ISO/IEC 15434, Syntax for High Capacity ADC
Mediaand ISO/IEC Technical Specification (TS) 21849, Product Identification -
Integrated Data Processing Part Management. The IPT Standards Team proposed the
following collaborative solution:

Use ISO/IEC 15434 syntax as the UID standard, based on the following
assumptions:

0 TS21849ismodified to include ISO/IEC 15434 syntax (data element

separator, header, and terminator characters)

0 TS 21849 tags are added to ISO/IEC 15434 as a new code format
Use TS 21849 business rules, based on the assumption that TS 21849 is modified
to incorporate additional, mutually-agreed upon business rules
Use amutually-agreed upon set of semantics (TBD)

® Thisimplies that the enterprise would need to modify its existing item numbering schema to ensure,
absent the inclusion of the part number, unique item numbers rather that sequence numbers



The proposed data standard (collaborative solution) will enhance interoperability across
industries and governments by providing a standard, unambiguous message syntax for
machine reading of the UID.

Applying UID

The unique item marking of tangible itemsis required under certain circumstances, and
takes into consideration the various requirements of the functional areas needing to track
and identify item information. In general, a unique mark isrequired to be applied to
tangible items as follows (al so see attached decision tree):

If anitem is greater than $5,000 in acquisition cost, it will be uniquely marked.

If an item islessthan $5,000 in acquisition cost, it will be uniquely marked if it is
equipment or reparables that are either serially managed, mission essential, or
controlled inventory. If theitem is either materials or consumables, it will be
uniguely marked only if permanent identification is required.

Items with an acquisition cost greater than $5,000 cost will be recorded in the
appropriate property management automated information system.

Items with an acquisition cost greater than $100,000 will be capitalized in the
appropriate accounting ledger.

Commercial markings on tangible items will be accepted as long as they meet the
data requirements and syntax for unique identification for DoD



Marking Tangible Items (Draft 03/11/03b)
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Marking - The application of legible numbers, letters, labels, tags, symbols, or colors to ensure proper handling and identification during
shipment and storage (DOD 4140.1-R).

Item - Ageneric term meaning any article produced, stocked, stored, issued, or used (DoD 15000.64).

Item Identification. Sufficient data to establish the essential characteristics of an item that give the item its unique character and differentiate it from
other supplyitems (DOD 4140.1-R).

Tangible - Capable of being touched; material (The American Heritage Dictionary, Office Edition, July 1987).

Material - Of, composed of, or pertaining to physical substances (The American Heritage Dictionary, Office Edition, July 1987). Materials are
tangible items that maylose their identity when incorporated in an end item. (e.g., sheet metal). FAR 45.301 defines material as propertythat may
be incorporated into or attached to a deliverable end item or that may be consumed or expended in performing a contract. It includes assemblies,
components, parts, raw and processed materials, and small tools and supplies that may be consumed in normal use in performing a contract.
Equipment - Tangible items that are not intended to be held for sale or consumed in normal operations. Includes military equipment, support
equipment, general purpose equipment, special testequipment, and special tooling. Includes Class VI, Major End Items, a final combination of
end products thatis ready for its intended use, that is, launchers, tanks, mobile machine shop, and vehicles, etc. (DOD 4140.1-R). It does not
include real property, reparables, consumables or materials.

Reparable - An item of supply subject to economical repair for which repair (at either depot or field level) is considered in satisfying computed
requirements at anyinventorylevel (DOD 4140.1-R). Examples include aircraft engines, rotors, guidance systems, and electronic circuit boards.
Excludes medical equipment parts.

Consumables - Aconsumable is an item of supply thatis normally expended or used up beyond recoveryin the use for which itis designed or
intended (DOD 4140.1-R) (e.g. clothing and supplies). For purposes of this decision tree, explosives are treated as consumable items; and bulk
petroleum, oil and lubricants delivered by pipeline are excluded. For packaging purposes, DoD might request additional marks/information in the
mark that vendors should be able to provide without difficulty, or significant expense.

Serially Managed - Includes reparable items down to and including sub-component reparable unit level; life-limited, time-controlled, or items
requiring records (e.g., logbooks, aeronautical equipment service records, etc.); and items that require technical directive tracking at the part level
(DUSD(Logistics & Material Readiness) Memorandum, September 4, 2002, Serialized ltem Management).

Mission Essential/ltem Essentiality. Ameasure of an item's military worth in terms of how its failure (if a replacementis notimmediately available)
would affect the ability of a weapon system, end item, or organization to perform its intended functions. (DOD 4140.1-R).

Controlled Inventory - Those items that are designated as having characteristics that require that they be identified, accounted for, segregated, or
handled in a special manner to ensure their safeguard and integrity. Includes classified items (requires protection in the interest of national
security), sensitive items (requires a high degree of protection and control due to statutory requirements or regulations, such as precious metals;
items of high value, highly technical, or hazardous nature; and small arms), and pilferable items (items having a ready resale value or application
to personal possession, which is especially subject to theft) (DOD 4140.1-R); and safety controlled items.



DoD 7000.14-R, DoD Financial Mangement Regulation

Real Property - Fixed assets that are comprised of land and the rights to land; buildings to include capitalized additions, alterations, improvements,
and rehabilitations; and other structures and facilities. Real property does notinclude personal property (weapons systems and other military
equipment). (FMR, Vol 1)

General PP&E consists of tangible assets that meet all of the following criteria:

a. Have an estimated useful life of two years or more;

b. Are notintended for sale in the ordinary course of operations;

c. Are acquired or constructed with the intention of being used or being available for use by the entity; and

d. Have an initial acquisition cost, book value or, when applicable, an estimated fair market value (see paragraph 060202 for definitions of these
terms) that equals, or exceeds, the DoD capitalization threshold. The current DoD capitalization threshold is $100,000 for both General and
Working Capital Funds. FMR, Vol 4, Chapter 6, Aug 2000, Property, Plant and Equipment

National Defense PP&E (ND PP&E). ND PP&E are the PP&E components of weapons systems and support PP&E used by Military Departments in
the performance of military missions and vessels held in a preservation status by the Maritime Administration’s National Defense Reserve Fleet.
FMR, Vol 4, Chapter 6, Aug 2000, Property, Plant and Equipment

Operating Materials and Supplies Inventory. Operating materials and supplies consist of tangible personal property to be consumed in normal
operations. Excluded are (a) goods that have been acquired for use in constructing real property, (b) stockpile materials, and (c) inventory. FMR,

Volume 4, Chapter 4, OPERATING MATERIALS AND SUPPLIES AND STOCKPILE MATERIALS, January 1995.

DoD 4140.1R, DoD Material Management Regulation

AP16.13. Consumable Iltem. An item of supply (except explosive ordnance and major end items of equipment) thatis normally expended or used
up beyond recoveryin the use for which itis designed or intended.

AP16.16. Controlled Inventory ltems. Those items designated as having characteristics that require that they be identified, accounted for, secured,
segregated, or handled in a special manner to ensure their safeguard or integrity. Controlled inventory item categories in descending order of the
degree of control normally exercised are, as follows:

AP16.16.1. Classified ltems. Materiel that requires protection in the interest of national security.

AP16.16.2. Sensitive Items. Materiel that requires a high degree of protection and control due to statutory requirements or regulations, such as
narcotics and drug abuse items; precious metals; items of high value, highly technical, or hazardous nature; and small arms and ammunition.
AP16.16.3. Pilferable Items. Materiel having a ready resale value or application to personal possession, which is especially subject to theft.

AP16.33. End Item. Afinal combination of end products, component parts, and/or materials ready for its intended use, e.g., a ship, tank, mobile
machine shop, or aircraft (Joint Pub 1-02, reference (mmm)).



AP16.35. Essential Item. A support item or a repair part whose absence renders the supported system or end item inoperable

AP16.61. Item Essentiality. A measure of an item's military worth in terms of how its failure (if a replacement is not immediately available)
would affect the ability of a weapon system, end item, or organization to perform its intended functions

AP16.62. Item Identification. Sufficient data to establish the essential characteristics of an item that give the item its unique character anc
differentiate it from other supply items.

AP16.72. Marking. The application of legible numbers, letters, labels, tags, symbols, or colors to ensure proper handling and identificatior
during shipment and storage.

AP16.104. Property Accountability Record. The official record of tangible personal property, including inventory, owned by the Department
of Defense that is maintained to identify the quantities of items on-hand, unit prices, locations, physical condition, receipt and issue
records, authorized stock numbers, item descriptions, and other such information necessary to properly account for materiel and exercise
other inventory management responsibilities.

AP16.114. Reparable Item. An item of supply subject to economical repair and for which the repair (at either depot or field lewel) is
considered in satisfying computed requirements at any inventory level.

DoD | 5000.64, Defense Property Accountability

E2.1.12. Controlled Inventory ltems. Those items designated as having characteristics that may require them to be identified, accounted
for, secured, segregated, or handled in a special manner to ensure their safekeeping and integrity. See DoD 4100.39-M, Volume 10
(reference

(), Table 61, "Controlled Inventory Item Code." Controlled inventory items are (in descending order of the degree of control normally
exercised):

E2.1.12.1. Classified ltems. Items that require protection in the interest of national security.
E2.1.12.2. Sensitive Items. Items that require a high degree of protection and control due to statutory requirements or regulations, such
as narcotics and drug abuse items; precious metals; items that are of a high value, highly technical, or a hazardous nature; and small

arms, ammunition, explosives, and demolition material.

E2.1.12.3. Pilferable Items. Items that have a ready resale value or application to personal possession and that are, therefore, especially
subject to theft. (DODI 5000.64)



E2.1.15. End-ltem. The final combination of end products, component parts, and/or materials that is capable of functioning
independently.

E2.1.20. Item. A generic term meaning any article produced, stocked, stored, issued, or used.

E2.1.27.1. Personal Property. Any property including military equipment, but excluding real property, consumable items, component
parts of a higher assembly, or items that lose their individual identity through use. Some personal property is subject to capitalization if
its cost exceeds the DoD capitalization threshold, has an estimated useful life of 2 years or more, is not intended for sale in the ordinary
course of operations, is acquired or constructed with the intention of being used or being available for use by an entity. Intangible assets
such as software, copyrights, and similar intellectual assets are considered personal property so long as they meet these criteria. Cash,
marketable securities (e.g., stocks and bonds), and accounts receivable are considered monetary (or liquid) assets rather than personal

property.

DUSD(Logistics & Material Readiness) Memorandum, September 4, 2002, Serialized Item Management (SIM)

Serially Managed Items. Populations of selected items will be identified and each item in the population permantently marked to enable
SIM. Selection of the populations to be managed shall be based on the potential benefits that willl accrue from the enhanced management
capabilities and increased information to be made available. As a miimum, it is approapriate to consider selecting item populations from
within the following categories:

- repairable items down to and including sub-component repairable unit level,

- life-limited, time-controlled, ot items with records (e.g., logbooks, aeronautical equipment senice records, etc,), and

- items that require technical directive tracking at the part number level.

Three data elements will comprise the universally unique identification number for each serialized item:

- Original Equipment Manufacturer (OEM) identification code (Contract and Government Entity (CAGE) preferred, Dunn and
Bradsteet Number, or UCC.EAN)

- OEM part or reference number, and

- OEM serial number (single use per manufacturer identification code)

FAR 45, Subpart 45.3 - Providing Government Property to Contractors, 45.301 Definitions

"Material," as used in this subpart, means property that may be incorporated into or attached to a deliverable end item or that may be
consumed or expended in performing a contract. It includes assemblies, components, parts, raw and processed materials, and small tools
and supplies that may be consumed in normal use in performing a contract.



